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EUROPEAN COUNCIL TO CONSIDER AUSTRIA’S APPLI- 
CATION ON APRIL 16. A meeting of the Council of Mi- 
nisters of the Council of Europe will meet on April 16, 1956, 
to consider Austria’s application for admission to the organ- 
ization. In all probability, Foreign Minister Leopoid Figl 
and Undersecretary Bruno Kreisky, will proceed to Stras- 
bourg for the meeting in order to deliver a speech on the oc- 
casion of Austria’s entry. Since Austria will be the second 
German-language nation to become a member, Minister Figl 
will make his address in German. 


AUSTRIA PREPARING FOR NEW ELECTIONS. As pre- 
viously announced, in accordance with a proposal of the two 
Coalition parties, the Austrian Parliament has voted to dis- 
solve itself and to call new elections for May 13, 1956. The 
newly elected Parliament must convene no later than June 
12, 1956. This provision guarantees that the continuity of 
constitutional activity will be maintained. 

Another circumstance contributing to the stability of 
the domestic political situation in Austria in the fact that 
the Federal Government did not resign after the dissolution 
of Parliament but is staying in office until after the elections. 

The talks whose breakdown led to the dissolution of 
Parliament were negotiations between parties and not within 
the Federal Government itself. The fact that the talks were 
deadlocked meant that no parliamentary majority would be 
available for planned legislation and thus it became neces- 
sary to appeal to the voters. 

The time available for electioneering is extremely short, 
but this is in accordance with the wishes of both Coalition 
parties. The period was kept as short as possible so as to 
enable the newly elected Parliament to convene at an early 
date. Appeals to the voters did not begin until after the 
Easter holydays. 

From the speeches of the leading political leaders, it is 
evident that two slogans will play a major part in the cam- 
paigning. The Austrian People’s party is keying its platform 
to the phrase: ‘‘The Free Individual in the Free State.’’ The 
Socialist party will ask the voters to answer the question: 
‘*Should the State Treaty assets reverting to Austria belong 
to the State or should they be sold to foreigners?’’ These 
slogans reflect the fact that the dissolution of Parliament 

(Continued on page 2) 
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FORMER SOVIET HEADQUARTERS NOW ARTILLERY 
SCHOOL. The Artillery School of the New Austrian Federal 
Army has been transferred to Baden near Vienna. This inter- 
nationally famous spa suffered very greatly under the period 
of Soviet occupation, which lasted over 10 years during 
which time the Soviets used Baden as their military head- 
quarters. The town was decorated with flags to honor the 
arrival of the first units of the artillery school, which were 
transferred from Salzburg. The new Army unit, which is being 
equipped with 105 mm. field howitzers, is the first Austrian 
artillery unit in the former Soviet zone of occupation. Locat- 
ed in the same area, and not far from Baden, is the Bruck- 
Kaisersteinbruch artillery range which will serve as a train- 
ing ground for the new Austrian army, as it did for the pre- 
1938 army. 





« Vad i, = t 


Army Ski Patrol 


TYROL MUNICIPAL ELECTIONS BRING NO CHANGES. 
The Municipal council elections held in 284 communities of 
thr province of Tyrol at the end of March took place in an 
atmosphere of absolute calm, with 93.5% of the electorate 
voting. Inasmuch as the Austrian People’s party did not offer 
a unified ticket but ran on local tickets in the individual 
communities, no comparison with the previous election re- 
sults is possible, except in the case of the Socialists, who 
increased their number of seats from 335 to 347. The special 
organization of the People’s party for Manual and Office 
Workers won 190 seats, while a total of 2519 seats were 
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won by all of the other local tickets. The Communists did 
not win a single seat. 


EDUCATION MINISTER CHOSEN CHAIRMAN OF AUSTRIAN 
OLYMPIC COMMITTEE. Dr. Heinrich Drimmel, Austrian 
Minister of Education, was unanimously chosen Chairman of 
the Austrian Olympics Committee at a special meeting of 
that Committee held recently. 


1956 VIENNA FAIR GREAT SUCCESS. The Vienna Inter- 
national Spring Fair of 1956 which was held at the end of 
March was attended by over 600,000 visitors from 68 coun- 
tries. The exhibition area was again extended and amounted 
to approximately 101 acres, in which more than 4,300 exhibit- 
ors displayed their products. About half of these exhibitors 
came from 16 different foreign countries. The main attraction 
of the Fair was the International Auto Salon where 58 auto 
companies exhibited their products. 


DECREASE IN FOREIGN TRADE DEFICIT. According to 
statistics published by the Central Austrian Statistical Of- 
fice, Austria’s foreign trade deficit registered a substantial 
decrease to 5.3 million dollars, as against 19 million dollars 
in January 1956. Imports dropped from 73.5 million dollars 
in January to 66.6 million in February, while exports rose 
from 54.5 to 61.3 in the same two months. 


The New Elections (Cont'd from page 1) 


came about because the two Coalition parties were unable to 
reach agreement as to the proper legislative solution of the 
problems arising out of the State Treaty provisions on pro- 
perty rights, especially with respect to the former USIA en- 
terprises ahd petroleum facilities. 

Of the two political groups which were represented in 
Parliament but did not belong to the Government Coalition, 
the former Independent party is undergoing a reorganization 
which has not yet been completed. This group has changed 
its name to the “‘Liberal Party of Austria’’ (Freiheitliche 
Partei Oesterreichs). The Austrian Communist party will again 
run independently in the May 13 elections. 

In the recently dissolved Parliament, the Austrian Peo- 
ple’s party was represented by 74 members, the Socialist 
party by 73, the Independents (now the Liberal party) by 14 
and the Communists by 4. 

The May 13 election will be the first held following the 
lifting of the occupation and following the transfer to Aus- 
trian management of the industrial and petroleum enterprises 
previously controlled by the Russians. 

As in the case of every parliamentary election, young 
voters who are casting their ballots for the first time and 
whose political inclinations are unknown will play an import- 
ant part in the May elections. All things considered, it may 
be assumed thatthis election, which is concerned exclusively 
with questions of domestic political and economic policy, will 
not result in any upsets. As far as can be foreseen, the coa- 
lition between the People’s and Socialist parties will prove 
to be the most satisfactory and suitable arrangement after 
the election. 


GREAT INCREASE IN GROSS NATIONAL PRODUCT. Ac- 
cording to a report just published by the Austrian Institute 
for Economic Research, the gross national product for 1955 
was 4 billion dollars or 14% higher than for 1954. Inasmuch 
as the average rise in prices was only 3.5%, the real increase 
in goods produced and in services rendered was more than 
10% higher than in 1954. Half of the increase of the gross 
national product was accounted for by heavy and light in- 
dustry. The iron producing and iron processing industry pro- 
duced three times as much as in the pre-war period. The 7% 
increase in productivity was due in part to longer working 
hours and in part to a genuine increase in the output of 
labor. However, such a high rate of increase in the gross 
national product as that registered last year can hardly be 
expected to continue in the future. 

The building trade used 13% more construction material 
and employed 11% more workers than in 1954. The estimated 
total value of construction work carried out was 500 million 
dollars, i.e. 13% more than in the previous year. In the last 
business year, the tourist industry booked 25.4 million over- 
night accommodations, or 16% more than in 1954. Nearly half 
of these accommodations were for foreigners. Receipts in 
foreign exchange from the foreign tourist trade amounted to 
more than 80 million dollars. 


The very pronounced increase in production relieved 
pressure on the labor market. The average number of employ- 
ed persons was 2,074,200, which was 99,000 or 5% higher 
than in 1954. Trade and small industry employed a total of 
103,500 workers. The number of registered unemployed drop- 
ped by 43,100 or 26.1%. 


The gross value of investments amounted to 1 billion 
dollars. Whereas investment, following the sudden upswing 
in the course of the year became stabilized at a high level, 
private consumption continued to register a rising trend. 
Since the spring of 1955, economic policy has been charac- 
terized by efforts to counteract boom tendencies by using 
anti-inflationary methods. In general, wage increases were 
somewhat more pronounced than price increases. In 1955 the 
average increase in the wages of manual workers was 6%, in 
the salaries of office workers 6 to 8% and in the salaries of 
civil servants 15%. Real wages frequently exceeded standard 
wage scales, partly because of overtime work and partly be- 
cause employers in industry, profiting by boom conditions 
attempted to keep or attract labor by means of bonuses and 
higher wages. 


RAPID ADVANCES IN MECHANIZATION OF AGRI- 
CULTURE. As of the end of 1955, approximately 57,000 
tractors —— some 45,000 of them of domestic origin —— were 
in use on Austrian farms. The use of tractors by farmers is 
increasing by leaps and bounds. In 1930, 750 of them were 
in operation and in 1939 some 1,782. In the post-war years, 
mechanization of agriculture made rapid strides. The final 
tractor figures for 1954 were 43,200, and for 1955 approxim- 
ately 57,000. During 1955, 2,029 of these machines, repre- 
senting a value of $3 million, were exported by Austria. 
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DRAU POWER PLANT MAY EXCEED CAPACITY OF KAP- 
RUN PLANT. During 1956 Austria’s Drau power plant 
(Carinthia) is planning investments of approximately 25 
million dollars, the major part of which — nearly 12 million 
dollars —— is to be used for developing the Reisseck-Kreuz- 
eck storage power plant in the same province. As a result of 
investments during 1955, power production at the Drau works 
was increased to 1,175 million KWH during that year. The 
Drau unit is employing some 3,000 workers in its various 
construction projects, the most extensive of which at the 
present time is a dam 7,800 feet above sea level. In addition 
to its Reisseck-Kreuzeck and its Malta projects, the Drau 
plant has a third project relating to the storage of water from 
the. Drau river in the vicinity of the village of Edling in 
Carinthia. Following completion of these plans for the Drau 
power plant, the capacity of this hydro-electric power group 
will exceed that of the Kaprun power plant in the Tauern 
mountains. 


EFFECTS OF INCREASED EXPENDITURES STUDIED. 
The Austrian Institute for Economic Research recently car- 
ried out a study designed to answer the question: ‘‘What 
would be the effect in Austria of increased outlay of 40 mil- 
lion dollars?’’ The purpose of the survey was to obtain 
background material for use in the planning of economic 
measures, such as the allocation of additional funds for the 
creation of jobs, the enactment of measures designed to give 
special encouragement to investment or general wage in- 
creases. Estimates showed that the expenditure of an ad- 
ditional 40 million dollars annually, if used for investment 
in the various sections of industry, would result in increased 
employment of a highly variable number of workers. If the 
sum were used for investment in building projects, 16,000 
additional workers could be employed. If used for furthering 
export trade, the additional number or workers would be 
10,300. With investment in machinery, the figure would be 
7,800 and if used for consumer purposes, 4,800. Considering 
that these additional employees would spend money on con- 
sumer goods —— and thereby exert new effects on employ- 
ment —— the increased employment resulting from the annual 
expenditure of 40 million dollars would be as follows: con- 
struction, 18,000; export, 11,500; machinery, 8,500; and 
consumption, 6,300. 

According to the calculations of the Institute for Eco- 
nomic Research, the tax receipts which would accrue from 
the various fields as a result of such a 40 million dollar 
increase would be as follows: 25 million dollars from con- 
struction projects, approximately 20 million each from al- 
locations for consumer goods and additional exports, and 
approximately 15 million from investments in machinery. It 
was also found that the same additional outlay of 40 mil- 
lion dollars would necessitate increased imports in the 
following amounts: 5 million dollars if used in construction, 
8 million if in export trade, 12 million if for consumer pur- 
poses and 15 million if for investments in machinery. 
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220.000 Volt Transmission Line from Austria to Italy 


SUSAR CROP COVERS DOMESTIC REQUIREMENTS. Ac- 
cording to the final figures for the 1955-56 sugar production 
campaign, a total of 192,600 tons of white sugar were pro- 
duced, as against 191,700 tons in the previous season. The 
former figure corresponds to the average annual consumption 
of this product. These good results were achieved because 
the sugar beet crop rose from 1.37 million tons in 1954 to 
1.48 million tons in 1955. On the other hand, the sugar yield 
from the beet dropped from 13.9% to 13%. The area cultivated 
with sugar beets increased from 107,250 acres to 115,000. 
Both years saw a record harvest, the yield per acre having 
been 80 tons. On the basis of contracts concluded to date, 
it is estimated that approximately 111,000 acres will be 
cultivated with sugar beets in 1956. Given favorable weather 
conditions, however, this slight drop in cultivated area can 
easily be compensated for by a higher sugar content. 


DAILY CIGARETTE CONSUMPTION — MEN: 18, WOMEN:1T. 
A statistical survey by the Vienna University Clinic shows 
that 83% of Vienna’s male population are smokers. Among 
the women, the percentage is only 26%. In the latter figure, 
wage earners are responsible for the highest percentage 
(38%) and housewives for the lowest (a mere 20%). Among 
the men, the percentage of smokers is considerably higher 
among manual workers than among office workers. The aver- 
age daily cigarette consumption is 18 among men and 11 
among women. The survey also showed that nearly 40% of 
the men smoke because of the pleasurable taste involved and 
20% because of the calming effect. Among the women smok- 
ers, on the other hand, 30% look for the soothing effect and 
only 25% are concerned with the taste. 


PAPER INDUSTRY INCREASES PRODUCTION AND EX- 
PORTS. The production value of the Austrian paper, cel- 
lulose, lignin and paperboard industries rose from $153 
million in 1954 to over $190 in 1955, or an increase of 15%. 
During the same period, the export sales of these industries 
rose from $67 million to $79 million, an increase of 18%. 
Paper exports alone increased 11% in terms of weight and 
18% in terms of value (newsprint accounting for 13% of 
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the weight increase and 22% of the value increase). The 
demand in Austria for newsprint is rising steadily, amounting 
currently to 2,760 tons per month, as against 2,135 tons in 
1950. At the present time, the annual per capita consumption 
of paper and paperboard in Austria is 68 pounds, as against 
384 in the U.S., 194 in Sweden, 163 in Great Britain, 35 in 
Italy and 15 in Portugal. 





Austrian Lumber Men At Work 


PAPER INDUSTRY CONVERTING TO SMALLER TYPES 
OF WOOD. In an effort to relieve pressure on the lumber 
market, the Austrian paper, cellulose, lignin and paperboard 
industries are converting to an increasing degree to types of 
wood which are not in demand by the wood-processing in- 
dustry. As a result, they have succeeded in keeping their 
needs for spruce and fir —- which are in great demand — at 
a steady level, as compared with the pre-war period, even 
though their overall consumption of wood has increased as 
a result of rising production. In 1937, the paper industry 
consumed a total of 1.9 million cu.m. of wood. Following a 
sharp reversal in the post-war period, the pre-war level had 
again been reached by 1950. By 1953 the figure was 2.2 
million cu.m. and in 1954 2.7 million. In 1955, the paper 
industry consumed nearly 2.9 million cu.m. The 1.9 million 
consumed before the war consisted almost exclusively of 
Spruce and fir. In 1954 and 1955, consumption of the same 
types of wood was 1.9 million and barely 2 million cu.m., 


respectively. The increased requirements have been met with 
pine wood, deciduous wood and small-gage wood which were 
hardly used before the war. In 1955, no less than 514,000 
cu.m. of small-gage wood and 385,000 cu.m. of pine and 
deciduous wood were used by the industry. 





CULTURE AND SCIENCE 


KARAJAN ASSUMES DIRECTION OF 1957-1959 SALZBURG 
FESTIVAL. Conductor Herbert Karajan, who himself comes 
from Salzburg, has accepted the invitation of the Salzburg 
Festival Committee to take over the artistic direction of the 
Festivals for the years 1957, 1958 and 1959, during which 
periods he is to take a very active part in the events pre- 
sented. It has been announcedin this connection that Karajan 
will conduct two concerts and two operas, supervise certain 
productions and be responsible for all the programs of the 
Salzburg Festivals from 1957 to 1959. 


VIENNA OPERA NEGOTIATIONG WITH KARAJAN. Ac- 
cording to an announcement by the Federal Theater Admi- 
nistration in Vienna, comprehensive conversations of an in- 
formational nature have been held recently between that unit 
and the conductor Herbert Karajan concerning the possibility 
of his activity in the Vienna State Opera at a future date. 
The official statement indicates that the exchange of ideas, 
being conducted on a wide scale, will be continued within 
the next few days. 


BRUNO WALTER TO CONDUCT BRUCKNER’S NINTH IN 
LINZ. Bruno Walter has accepted the invitation of the 
Bruckner Society in Linz to conduct a concert in commemo- 
ration of the composer Anton Bruckner, whose death occurred 
60 years ago. Under Walter’s direction, the Vienna Symphony 
Orchestra will give a performance of the composer’s 9th 
Symphony in Linz on July 1, 1956. 

MODERN U.S. ART AT SECESSION GALLERY. On May 5, 
1956, the Secession Art Gallery in Vienna will open an 
exhibit entitled ‘‘Modern Art from the U.S.,’’ most of which 
will come from the collections of the Museum of Modern Art 
in New York. Modern American paintings, sculpture, prints 
and architectural models are being combined into a major 
display for the purpose of acquainting art circles in Western 
Europe with American art. 

KAFKA’'S “AMERIKA’’ IS DRAMATIZED. Franz Kafka’s 
novel ‘‘Amerika’’ has been dramatized by Max Brod and is 
to have its world premiere during the 1956-57 season of 
Berlin’s ‘‘Theater am Kurfuerstendamm,’’ which is directed 
by Oscar Fritz Schuh. Following the dramatization of ‘‘Das 
Schloss’’ (The Castle), the new production, which is design- 
ated as a comedy, is the third Kafka great novel to be adap- 
ted for the stage. ‘‘Der Prozess’’ (The Trial) was earlier 
dramatized by A. Gide and J. L. Barrault. 


WALT DISNEY FILM ABOUT THE DANUBE. It has been 
learned in Vienna that Walt Disney Film Productions are pre- 
paring a full-length film about the Danube. Photography for 
the picture will begin this summer in the Danube Valley, 
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OEEC EXAMINES AUSTRIA’S ECONOMIC SITUATION 


A committee of the Organization for European Economic 
Cooperation (OEEC), on which the United States and Canada 
were represented along with the 16 member nations, recently 
published the seventh annual report on OEEC. The text of 
the report was unanimously approved. Its section on Austria 
reads as follows: 


The outstanding feature of the Austrian economy during 
the past eighteen months has been the remarkably sharp in- 
crease of production and the attainment of virtually full em- 
ployment conditions. The latest increases in industrial pro- 
duction have been stimulated mainly by rising investment. 
In spite of the boom conditions existing during the past year, 
prices and wages have remained reasonably stable, although 
in a few sectors, particularly the building industry, a short- 
age of labour has begun to be felt and pressure on prices 
has become more pronounced. The balance of payments has 
experienced some moderate strain. The direct and indirect 
effects of the Austrian State Treaty will be to raise the level 
of demand and the Government has recently taken a number 
of steps to guard against too great a pressure on resources. 


I. RECENT DEVELOPMENTS 


Total output rose rapidly in 1954 and has continued to do 


so in the first half of the present year. The real gross nation- 
al product increased by 10 per cent in 1954 and the rate of 
growth throughout most of 1955 appears to have been similar; 
in the early months of this year, industrial production was 
about 21 per cent higher than in the same period of 1954. 

The expansion was started in 1953 by the sharp rise of 
exports which the earlier internal disinflationary policy of 
the Austrian authorities and the unification of exchange rates 
made possible. Subsequent expansion has been greatly 
strengthened by the growth of private investment which the 
export boom encouraged. Although private consumption has 
risen fast, its rate of increase has not exceeded that of the 
gross national product. The share of total fixed investment, 
on the other hand, has risen from 18 per cent of the gross 
national product in 1953 to an estimated 23 per cent in 1955. 
Total demand has increased to a greater extent than home 
output, and the export surplus of previous years has given 
place to an import surplus in the present year. 

Industrial production has risen fastest in the capital 
goods and consumers’ durable goods industries. Although the 
increase of consumers’ expenditure has been most pronounced 
in durable goods, activity in the textile, leather and food- 
stuff industries also began to show an upward tendency early 
this year. The 1954 harvest was disappointing owing to bad 





SERKIN PRESENTS BADURA-SKODA WITH MOZART 
SCORES. The Viennese pianist Paul Badura-Skoda was the 
recipient of an unusual gift from his fellow pianist, Rudolf 
Serkin, who presented him with two 150-year-old scores of 
Mozart piano concertos in an Andre edition. The gift was 
made following Badura-Skoda’s recital at Town Hall. 


RALPH KIRKPATRICK GIVES VIENNA CONCERT. Ralph 
Kirkpatrick the American harpsichordist, made a very suc- 
cessful appearance in the ‘‘Baroque Music’’ cycle at the 
Vienna Konzerthaus. His masterly performance of Jean 
Philippe Rameau’s ‘‘Cyclops’’ was a highlight of the pro- 
gram. The critics had special praise for the artist’s under- 
standing of style and his sensitive musical feelings. 


“THE AMERICAN WIND ENSEMBLE" IN VIENNA DEBUT. 
‘‘The American Wind Ensemble of Vienna,’’ a group of Amer- 
ican music students in Vienna recently made its first ap- 
pearance before the Vienna concert public. Performing works 
of Danzi, Persichetti, Hindemith, Jabins, Fines, Jacoby and 
Ibert, the American soloists earned the applause of the 
public and music critics who had special words of praise 
for the smoothness of their playing, their technical skill 
and their sense of rhythm. 


VIENNA FILM CRITICS HONOR “EAST OF EDEN.”’ The 
Association of Viennese Film Reporters have selected the 
American film ‘‘East of Eden,’’ as the ‘‘Film of the Year.’’ 
The prize, a gold pen, was delivered to the U.S. Embassy in 
Vienna with the request that it be forwarded to Elia Kazan, 
the director of the film. 


WORLD PREMIERE OF HELLER QUINTET IN VIENNA. 
A quintet for clarinet, piano and strings by Hans Ewald 
Heller was recently given its world premiere in Vienna by 
an ensemble made up of soloists of the Vienna Symphony 
Orchestra. The concert was broadcast by the Austrian Broad- 
casting System. This composer’s sonata for Viola and Piano, 
‘*The Anxiety of Age,’’(a counterpart to Leonard Bernstein’s 
‘*The Age of Anxiety’’) will have its first performance in 
New York, during the coming season. Dr. Heller, who was 
formerly a music critic of the ‘‘Wiener-Zeitung’’ and of the 
‘‘Neue Wiener Journal’’ is now the chief librarian of the 
Telenews Film Corporation. 


NEW MOZART MANUSCRIPTS DISCOVERED. Dr. Walter 
Senn, the well-known Mozart specialist of Tyrol, while work- 
ing in the Augsburg City Archives recently discovered cor- 
rections in Mozart’s own handwriting on the voice parts of 
two Mozart Masses (K.317 and K.337) which had been copied 
by a Salzburg composer. Senn compared these corrections 
with those appearing in the Mass which is listed under num- 
ber 140 of the Koechel Catalogue of 1862. They were beyond 
all doubt in the same handwriting, i.e. that of Wolfgang 
Amadeus Mozart. However, in the very next edition of the 
Koechel work, this composition was described as a work 
wrongly attributed to Mozart and in the last two editions of 
the standard Koechel-Einstein Catalogue the Mass is listed 
in the appendix under the forgeries. Thanks to his discovery 
however, Senn has proved the genuineness ofthe composition. 
As he continued his research, Dr. Senn also found the origin- 
al manuscript of a hitherto unknown voice part of the Mass 
K.258 which Mozart subsequently added for Augsburg. 
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weather conditions, and total agricultural output was only 2 
per cent higher than in 1953. Forestry output, however, in- 
creased by 11 per cent and continued to rise during the first 
half of 1955. 


The construction industry has been in the forefront of 
the boom, both residential and other types of building rising 
sharply. Measures have recently been taken to even out, as 
far as possible, the rather sharp seasonal fluctuations in this 
industry, the Government tending to concentrate its building 
activity in the winter months and to reduce its requirements 
in the summer when private demand is at its peak. The re- 
Sults of this policy were already apparent in the first quarter 
of 1955, when unemployment rose far less than seasonally 
and the volume of building output was 50 per cent higher than 
twelve months previously. 

During the first half of 1955, the expansion of production 
in some sectors was beginning to meet shortages of labour 
and since that time virtually full employment conditions have 
prevailed. By July 1955 unemployment had fallen to 3 per 
cent of the labour force, as against 5 per cent a year before, 
and much oftheremaining unemployment (amounting to 72,000) 
was of a regional and structural character that cannot quickly 
be absorbed. In many industries, labour shortages have ap- 
peared and the position has been particularly acute in con- 
struction. A certain upward pressure on prices has emerged 
despite the stabilising effect of rather lower import prices 
and a more liberal import policy. Moreover, wages had begun 
to rise in 1954; hourly rates in manufacturing increased by 6 
per cent after two years’ stability, andthe movement has con- 
tinued during 1955. During the first half of the present year, 
steel and metal workers obtained increases ranging from 4% 
to 10 per cent. The rises over the past 18 months are small 
in comparison with those in many other countries—and more 
than offset by the increase in productivity—but further wage 
demands are now developing in a number of industries. 


DEMAND GROWING TOO FAST 


With demand tending to grow faster than available re- 
sources, the Government has recently found it necessary to 
adopt a more restrictive policy to correct the internal and 
external balance of the economy. Government expenditure on 
construction is being further delayed, one-fifth of the total 
building credits for the current fiscal year being kept back 
until the winter, and the local authorities have been asked 
to follow suit. These measures have been adopted in addition 
to the postponement by the Government of parts of its build- 
ing programme to the winter months, with the object of re- 
ducing seasonal fluctuations in the construction sector. 
Employers and workers have been asked to exercise restraint 
in respect of price and wage policy. 

The Government is, however, relying heavily at present 
on monetary policy to restrain the growth of demand. Bank 
credit had been allowed to expand appreciably during 1954, 
the level at the end of the year being some 25 per cent higher 
than at the beginning, and the expansion was faster in the 
early months of 1955. Since the banks still held considerable 


secondary liquidities which they could have sold in order to 
expand their advances still further, the Central Bank raised 
its discount rate from 3% per cent to 4% per cent in May, and 
requested the commercial banks to restrict credits for hire 
purchase, less essential imports and the holding of inven- 
tories. Further, a stricter supervision and enforcement of the 
bank liquidity rules was introduced. The rate of increase of 
bank advances fell off substantially after these measures 
were introduced, and a rather tighter situation in the money 
market developed. This was probably due less to the higher 
cost of money than to the fact that the margins under current 
liquidity arrangements were almost exhausted. In July and 
August bank advances showed a rather faster increase, mainly 
because firms in the zone previously occupied by the Russ- 
ians required funds. 


Austria’s balance of payments did not begin to show 
deficits until the later months of 1954. Throughout the greater 
part of the year, the current account continued to show a sub- 
stantial surplus, with further additions being made to the 
foreign exchange reserves. Although imports rose fast, ex- 
ports kept up extremely well and invisible earnings increas- 
ed. For the year as a whole there was a considerable surplus 
with the dollar area and an approximate balance with the 
E.P.U. 

The deficit which emerged in the late autumn has continu- 
ed during 1955. The deterioration was especially strong in 
relation to Member countries, and by the middle of the year 
Austria’s cumulative accounting surplus with the E.P.U. had 
almost entirely disappeared. The movement from surplus to 
deficit on current accounts is entirely due to the rapid in- 
crease of imports. 

To some extent, the rise of imports was due to exception- 
al factors which are not expected to continue. Stocks had 
been at a very low level in many industries, and there was a 
natural tendency to rebuild them. Moreover, the poor harvest 
entailed higher purchases of foodstuffs from abroad. Between 
October 1954 and March 1955 grain imports were twice as 
high as twelve months previously; in the last three months 
of 1954 the additional foodstuffs imports ($19 million) to- 
gether with the payment of Austria’s subscription to the In- 
ternational Bank and the I.M.F. ($14 million) accounted for 
almost the whole fall of reserves during the quarter of $36 
million. But temporary factors cannot entirely account for the 
continued rise of imports during the first half of 1955, when 
total imports were 50 per cent higher than in the first six 
months of 1954. Higher demand at home, particularly for 
certain types of capital equipment, for vehicles and for other 
consumers’ durables combined with the progressive liberal- 
isation of trade, has led to a substantial and more permanent 
growth of imports. The increase, however, has not so far 
been disproportionate to the general expansion of activity. 
Moreover, with exports continuing to increase as fast as in 
1954, the growth of the current deficit has been of a limited 
nature. Without the need for exceptional imports of foodstuffs 
the current deficit would probably be very much lower. 

Helped by an increasingly liberal policy, imports from 
Member countries rose from about 70 per cent of Austria’s 
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total imports in 1953, to nearly 80 per cent in 1954, while 
the share of imports from Eastern Europe remained roughly 
constant. Henceforth, however, a rather greater share may 
tend to be imported from the dollar area. A start has been 
made on dollar liberalisation—amounting in the first instance 
to about 8 per cent of dollar imports on private account (base 
year 1953)—and further steps are being considered. 

By the 15th August 1955, Austria’s total gold and foreign 
exchange reserv?6 had fallen 13 per cent below their peak 
in October 1954; at $350 million, however, they were still 
roughly sufficient to cover six months imports of goods, and 
consisted largely of convertible currencies. 


Il. PROSPECTS 


The rate of expansion is expected to slow down consider- 
ably now that there is, in general, no labour reserve remain- 
ing. Future increases of output will rely largely on continued 
improvement of productivity. The Austrian authorities expect 
the rate of growth of the gross national product to fall from 
10 per cent in 1955 to 5 per cent in 1956. A primary aim of 
economic policy is, while maintaining a full utilisation of re- 
sources, to prevent demand rising to an extent that would 
endanger the competitive position of Austrian producers and 
cause an unduly large balance of payments deficit. The ex- 
ternal deficit will not, it is thought, be very large in 1955, 
the current deficit is estimated at $97 million, and the fall 
of the foreign reserves at about $50 million. The Austrian 
economy is developing its industries rapidly, and a small 
drain on its foreign reserves, which are still considerable, 
may be considered to be a reasonable means of increasing 
total available resources. 

The prospects beyond the end of 1955 are largely depend- 
ent on the economic implications of the State Treaty, and 
these are not yet fully known. [t is, however, possible to 
isolate certain of the more important factors which will 
affect either the balance of demand and resources or the 
foreign currency situation. 

Deliveries to Russia under the State Treaty will average 
some $45 million a year, and unofficial estimates have sug- 
gested that the loss of foreign currency receipts resulting 
from the withdrawal of the occupation forces will be about 
$50 million. The effect on the balance of payments of these 
two items will partly be offset, since the resources previous- 
ly used to supply goods and services to the occupation 
forces will become available for the replacement of imports 
or increase of exports. Moreover, greater tourist earnings 
may be expected after the departure of the occupation forces, 
and the transfer abroad of goods from the Russian controlled 
factories will cease. The immediate worsening of the balance 
of payments directly attributable to the State Treaty is 
estimated at about $50 million a year. 

The total strain, in the shorter term, on real resources 
resulting from the direct or indirect results of the Treaty 
will, however, be substantially greater. In addition to the 
external burden represented by reparations deliveries, sub- 
stantial additional claims on resources will arise inside 
Austria. The absorption of the zone previously occupied by 


the Soviet Union will, it is thought, entail heavy additional 
demand for investment goods, since many of the factories 
are in poor condition. And it is intended to begin the creation 
of an Austrian army towards the end of the present year. To 
meet these demands without upsetting the balance of the 
economy, the Government will have to exercise a continuous 
restraint on other types of expenditure. 


Ill, CONCLUSIONS 


The pressures which have appeared in the Austrian econ- 
omy since the autumn of 1954 have so far been small; they 
should be well within the compass ofrather moderate changes 
of internal policy, and the Government has already taken 
certain steps to counter them. Whether these steps will, in 
themselves, prove sufficient is not yet clear. And it is evi- 
dent that to shoulder the additional temporary economic 
burdens implicit in the State Treaty, the main concern of 
internal economic policy in the near future must be to re- 
strain demand from outrunning Austria’s available resources. 
There is at present some pressure both on wages and prices 
and on foreign exchange reserves, and this must be reduced 
in the interests of the longer term development ofthe Austrian 
economy. But since Austrian prices are, at present, fully 
competitive, and the reserves more adequate than those of 
many countries, the necessary degree of restraint appears to 
be no more than moderate. What is of primary importance is 
that the Government should ensure that, on the one hand, 
adequate weapons for any necessary restrictions of demand 
are at hand and, on the other, that the conditions essential 
to ensure continuing expansion of the economy should 
prevail. 

Under existing circumstances, in view of the current high 
level of demand in the machinery and construction sector 
and the likelihood that this will increase following the State 
Treaty, the first concern of the Government must be to res- 
train the course of investment expenditure. No good purpose 
can be served by allowing investment demand—particularly 
for construction—to lead to a competitive scramble for avail- 
abilities; costs would be forced up, essential types of in- 
vestment might have to be delayed, while the whole pattern 
of investment would be distorted. In the interest of the longer- 
term development of the economy, however, it is desirable 
that restrictive measures in this field should be confined to 
the minimum. So far as the balance of payments is concern- 
ed, a rather greater restraint of consumer demand would help 
to set free additional resources for export and reduce the 
current foreign deficit. 

The weapons in the field of monetary policy at the dispo- 
sition of the Austrian authorities have previously been rather 
limited. Certain measures which have recently become law 
should, however, considerably strengthen the powers of the 
Central Bank in this respect. Henceforth the authorities will 
be empowered to vary the cash reserve requirements of the 
commercial banks, whereas previously these had been some- 
what rigidly fixed by agreement between the commercial 
banks and the Ministry of Finance. Moreover, it will now 
become possible for the Central Bank to conduct open market 
operations. The execution of such powers should enable 
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the authorities to exercise a more effective control over the 
volume of expenditure, particularly in the investment field; 
the full adequacy of the new powers cannot, however, be 
gauged until it has been in operation for some time. In ad- 
dition, control over secondary bank liquidity and other con- 
trols included in an agreement between the commercial 
banks and the Ministry of Finance, may be incorporated in 
law in the future. 


WEAK CAPITAL MARKET 


The present weakness of the capital market is likely to 
prevent the optimum pattern of investment activity. While 
the capital market, partly as the result of fiscal privileges, 
was virtually dominated by official or semi-official issues 
at very attractive rates, and flotations of ordinary shares 
were practically nil, private investment had to be financed 
mainly out of ploughed-back profits and counterpart funds. 
If capital market conditions do not change, private invest- 
ment must continue to rely on self-financing and on the issue, 
at relatively high rates of interest, of industrial bonds. The 
second may tend, in less favourable periods, to burden in- 
dustry with too heavy a load of debt. More positive action by 
the Government to facilitate the floating of new ordinary 
shares is highly desirable in the interest of the maintenance 


of expansion and an appropriate pattern of investment. It re- 


mains, also, important to secure a greater degree of compe- 
tition between domestic firms; more energetic anti-monopo- 
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listic measures, greater supervision of the control of industr, 
by the banks and a more vigorous control of restrictive acres. 
ments should substantially assistthe progress ofthe Austria, 
economy. 

The most significant feature of the Austrian economy 
the past eighteen months has been its ability to combine a 
sharp rise of investment and employment with a relatively | 
stable level of wages and prices. This achievement has 
greatly been helped by the progressively more liberal impo; 
policy that the Austrian Government has pursued, and it js 
clear that the maintenance, and strengthening, of the existing 
degree of liberalism is essential to the consolidation of a 
viable economy and will help Austria to meet the new tasks} 
arising in the immediate future. 


LATER INFORMATION 


The expansion of production has slowed down some 
what since mid-1955. Prices and wages have remained gene- 
rally stable, but have shown an upward trend in some sectors, 
and wage demands have become more pronounced towards 
the end of the year. To 
discount rate was rais 


'down the growth of demand, the 
1 ovember from 4% per cent to 5 
per cent, and the Mini of Finance has concluded a new 
agreement whereby t inancial institutions will reduce 
their credit volume by 10 §@ cent within three months. Thé 
rate at which imports were increasing has slowed down, while 
the expansion of exports has become rather faster. 
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